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and Uncovered IRP@The former uses currency forward, while

the latter uses spot currency rate;@Empirically, ONLY the former

holds; ®If the latter does not hold, we will have an arbitrage

opportunity.
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If expected inflation in the U.S. is 1%, expected inflation in
France is 14%, and the one-year risk-free rate in the U.S. is 3%,
what would the one-year risk-free rate have to be in France for
real interest rate parity to hold?

(A)18.594% B17.42%
©)16.4125% (D)16.257%. [ 10044 iF 84 4P ]
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Which one of the following statements is correct?

(A The implicit exchange rate between two currencies when both
are quoted in some third currency is called a cross rate

(Blnternational bonds issued in multiple countries but
denominated in a single currency are called Yankee bonds

(©)The theory that real interest rates are equal across countries is
called interest rate parity

(DA basic interest rate swap generally involves trading a short-
term rate for a long-term rate

(E)The rate most international banks charge one another for
overnight Eurodollar loans is called the United States Treasury
bill rate. [ 100472 A 48 P ]
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The Euromarket is dominated by the:
(AFrench franc (BU.S. dollar.
(C)Deutsche mark (DJapanese yen.
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